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l. | NTRODUCTI ON

A State of Hawaii’s Drinking Water State Revol ving Fund
Program

In 1996 the Drinking Water State Revol ving Fund ( DWNSRF) was
established by Congress with the passage of Federal anmendnents to
the Safe Drinking Water Act (SDWA) in 1996 (Public Law 104-182).
Section 1452 of the SDWA authorized the Adm nistrator of the EPA
to award capitalization grants to states for the purpose of
establishing a |l oan programto finance drinking water

i nfrastructure projects necessary for public water systens (PW5s)
to attain and maintain conpliance with SDWA requirenents and to
further the health protection objectives of the SDWA

On May 2, 1997, Hawaii’'s Governor signed legislation to establish
the Drinking Water Treatnent Revol ving Loan Fund (DWIRLF) (Act
218/97) in the State of Hawaii. The DWRLF program (al so
referred to as DWBRF) conplies with the provisions of the SDWA
section 1452, for the State of Hawaii .

Hawaii’s DWBRF programis admnistered jointly by the Departnent
of Health (DOH), Environnmental Managenent Division, Safe Drinking
Wat er Branch (SDWB) and Wastewater Branch (WAB). Administration
is in accordance with Hawaii Revised Statues, Chapter 340E,

Hawai i Adm nistrative Rules, Chapter 11-65, and a Menorandum of
Agreenent between the SDWB and WAB

B. DWSRF Program Overvi ew

From FFYs 1997 t hrough 2005% EPA approved capitalization grants
totaling $75, 335,200.00 to be utilized by Hawaii’s DWBRF Program
O this total grant anmount, $38775;622-63 $18,032,427.63 has
been set aside for activities relating to the adm nistration of
the | oan programand to support ot her drinking water program
initiatives. The remaining grant nonies, ,

$57, 302, 772. 37, have been deposited into the “Loan Fund " and
will be used to finance |loans for eligible DWSRF projects. In
addition, Section 1452(e) of the SDWA mandates that the State
nmust deposit into the Loan Fund an anmobunt from State nonies
equaling at |east 20 percent of each capitalization grant
paynment. State Match appropriations for this period total ed
$15, 571, 000. 00.

! The DWBRF program plans for SFY 2007 are based on the
anticipated award of the FFY 2005 Federal Capitalization G ant.
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DWSRF Loan Fund Overvi ew Federal Fi scal
(June 30, 2006) Years 1997- 2005

DWSRF Capitalization Grants $75, 335, 200. 00
Less Set - Asi de Funds* (E8+5:622-63)

(18, 032, 427. 63)
State Match Appropriations 15, 571, 000. 00
Total DWSRF Loan Fund $72 130, 5++37

$72, 873, 772. 37

* See Set-Asides Overview for itenization

A total of $52,829:318-—36 $52, 697, 210.10 has al ready been used to
finance construction projects, with an additional $9, 874, 303.00
being formally commtted to pendi ng DASRF | oans.

Addi tional loan commtnents are anticipated for several other
eligible drinking water projects that are currently being
processed.

States are allowed to set aside part of the federa

capitalization grants to support the various drinking water
prograns. Separate and identifiable accounts have been devel oped
to be used for these Set-Aside Activities. To date, a total of
$18+775622-63 $18, 032, 427. 63 has been set aside for these
activities as shown bel ow.

Set - Asi des Overview (June 30, 2006)

SDWA Set - Asi de . o FFY 1997-2005
Ref er ence Set - Aside Activity Set - Asi de Funds
Section 1452 DWSRF Adm ni strati on Fund $3-60143468-0606
(9)(2)-(4% $2. 684, 488. 00
Section 1452 St at e Program Managenent +529,669-886
(9)(2)-(10% 6,701, 119. 88
Section 1452 Smal | Systens Techni cal 48617516
(9)(2)-(2% Assi st ance 1, 320, 465. 16
Secti on 1452 Local Assistance and 674636959
(k)-(15% O her State Prograns 7,326, 354. 59




Total Set-Asides for FFY 1997-2005 $18++562263
$18, 032, 427. 63

C. | nt ended Use Pl an Objective

The State of Hawaii, Departnment of Heal th devel oped this Intended
Use Plan (1UP) for the State Fiscal Year (SFY) 2007. This |IUP
wll be submtted to the Environnental Protection Agency (EPA) as
part of the DOH s application for the Drinking Water State
Revol vi ng Fund (DWSRF) Federal Fiscal Year (FFY) 2006
Capitalization Grant Appropriation

This Intended Use Plan (1UP) is a central conponent of Hawaii’s
DWSRF FFY 2006 Grant Application and serves to convey the
programis plan to interested parties which may include owner’s of
public water systens, the general public, EPA, and other state
agenci es or departnents.

DWERF program pl ans for SFY 2007 are based on the anticipated
award of the FFY 2005 Federal Capitalization G ant of

$8, 285, 500. 00, the FFY 2006 Federal Capitalization G ant of

$8, 352, 500. 00 (estinmated) from EPA and recei pt of $1,661, 000. 00
(estimated) appropriated by the 2006 State Legislature for use as
the state match. This IUP will provide information regarding the
use of the federal, state and additional nonies generated from

ot her program sources during this SFY 2007 period. Details on
key aspects of the program including the |long and short term
goals, the priority setting criteria, and a listing of projects,
are included in this | UP.

This 1UP for SFY 2007, when finalized and approved, will replace
the previous Intended Use Plan for SFY 2006. An IUP is witten
annual ly for each State Fiscal Year.

1. DWBRF LONG TERM AND SHORT- TERM GOALS

In establishing the national DWSRF program Congress gave the
States the flexibility to design a programthat can be tailored
to meet the needs of the local public water systens. The |ong
and short termgoals for Hawaii’s DWSRF program are presented
bel ow. They provide a framework for the direction of Hawaii’s
DWSRF program



A Long Term Coal s
1. To assist as many water purveyors as possible to attain
conpliance with State and Federal Drinking Water
Regul ati ons through the |ow interest |oan program

2. To mai ntain the DWSRF Programin perpetuity.

3. To research options of providing funds to assist in
financing i nprovenents to privately owned public water
syst ens.

B. Short Term Goal s

1. Conti nue devel opnent of a systemto track the currently
required tracking itens which may include accounti ng,
managenent, set-asi des, conpliance and custoner service
concerns.

2. Conti nue nodification of the Functional Procedures to
reflect and neet the DWBRF requirenents and needs.

3. Continue to follow the inplenentation of the Capacity
Eval uati on program and adjust the inplenentation to
meet with the DWSRF | oan program needs.

[11. DWSRF FI NANCI AL | NFORVATI ON
A DWSRF Capitalization Gant for FFY 2006

For FFY 2006, Congress has appropriated $850, 000, 000. 00 for the
nati onal DWSRF program Subtracting National Set-Asides of

$14, 750, 000. 00 fromthe original appropriation |eaves
$835, 250, 000. 00 for individual state prograns. Based on the

| at est Drinking Water Needs Survey, Hawaii’'s share for FFY 2006
is 1 percent of the total allotnent for state prograns, or

$8, 352, 500. 00.

Hawaii’s DWSRF is proposing to take 4 10 percent ($334166-60
$835, 250. 00) of the FFY0O6 capitalization grant for set asidesr

mh++e—+ese+v+ﬁg—%he—au%heFr%y—fbaﬁkrﬁg}—%e—%ake—&&—ﬁefgeﬁ%

Astde—Aetivittes—seetiorn—of—this—+UP. The renai ni ng
$8,-0618,466-066 $7,517, 250.00 of grant and the appropriate State
Mat ch anount wi Il be dedicated for funding eligible construction
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projects as noted in the Priority List section of this | UP.
B. DWSRF Project Eligibility
The DWSRF program wi || fund drinking water projects which are

eligible for DWSRF consideration. The project categories
i ncl ude:

. Projects to correct acute health probl ens;
. Projects to correct chronic health problens; and
. Projects to neet other public health criteria.

C. Fi nanci ng Gui delines for Governnent (State and County) Owned
Publ i c Water Systens:

Hawai i’s DWSRF program wi || provide |low interest |oans for
construction of eligible drinking water projects within the
state. Project priority will be determ ned by program gui delines

as detailed in Section V, “Priority List and Project Selection
Procedures” in this | UP.

In nost cases, loans to eligible projects are nade under the
terms and conditions effective at the tinme of financing. The
follow ng guidelines are currently in place at this tine.

. Loans to eligible projects, using the currently
avai | abl e DWSRF funds, can be for 100 percent financing
of the allowable project costs.

. Loan repaynent periods will be limted to a nmaxi mum of
20 years, with repaynent installnents to be nmade sem -
annual | y.

. DWBRF | oan rates will remain fixed over the life of the
| oan.

. The DWBRF | oan rate will be based on the current annual

rate of the weekly Bond Buyers 20-year General

ol igation index bond interest rate | ess a percentage
rate of one per cent (1.0% at the tinme a | oan
commtnment is issued. In the event that the annual
rate of the weekly Bond Buyers 20-year Gener al

bl igation index bond interest rate | ess a percentage
rate of one per cent (1.0% falls below three and
twenty-five one hundredths per cent (3.25%, the rate
shall be three and twenty-five one hundredths per cent
(3.259%.



. The interest portion of this DANSRF |loan rate will be
t he annual DWSRF | oan rate established above | ess three
and twenty-five one hundredths per cent (3.25%.

. Adm ni strative |oan fees will be equivalent to the
out standi ng principal balance of the loan nmultiplied by
an annual rate of three and twenty-five one hundredths
per cent (3.25%, to be conputed based on, and be
payabl e on, the sane dates that corresponding
repaynments of the principal and interest on the | oan
are due.

. The principal anortization for nost DWSRF | oans wi |l |
begin one year after the Notice to Proceed (NTP) or the
date of the final |oan agreenent, whichever is |ater.

D. Fi nancing Policies for Privately Owmed Public Water Systens:

DOH is reviewing its ability to provide financial assistance for
privately owned Public Water Systens.

. Loans to eligible projects will be based on current
comrerci al | ending practices.

. The terns of the loans will not exceed twenty years.

A bill was passed on April 30, 2002 by the Legislature and
adopted into the Hawaii Revised Statutes per Act 132, May 31,
2002 that permts nonies in the revolving fund to be used to
provide interest rate subsidies to eligible parties by depositing
said funds into interest bearing accounts in participating
financial institutions that issue |oans for the inplenentation of
el igible projects under the DWSRF program

The DWSBRF al so continues to consider options regarding the use of
contracts with outside organizations or agencies for services
relating to the financing of eligible projects for privately
owned Public Water Systens.

E. St at us of DWSRF Funds

Sources of DWBRF Funds, found in Appendix A, identifies Hawaii’s
total funding sources for SFY 2007. This report is based on the
DWSRF program s receipt of:

. The i ssuance of the expected FFY 2005 Federal
Capitalization Grant totaling $8,285,500.00 prior to
June 30, 2006;



The antici pated FFY 2006 Federal Capitalization G ant
totaling $8, 352, 500. 00;

The projected appropriation for State Match provi ded by
the 2006 State Legislature to total $1,661, 000. 00;

The estimated unconmm tted DWSRF funds at June 30, 2006
projected to total $33,-9806,546-62 $2, 764, 946. 90;

The projected DWERF | oan repaynents (Principal and
Interest)in SFY 2007 projected to total $1, 006, 807. 38;
and

Loan Fees.

On May 17, 2000, the State adopted Chapter 11-65,

Hawai i Adm ni strative Rules, entitled “Environnental
State Revolving Funds.” These rules establish fees for
| oans and ot her financial assistance fromthe DWBRF.
There are two cl asses of | oan fees:

(1) Program Fees: The State utilizes Program Fee nonies
only to cover DWSRF program adm ni strative costs.

Admi ni strative activities include the costs of
processi ng, issuing and servicing | oans, supporting
engi neering services, financial and |egal consulting
fees, reinbursenent for support services fromthe
State, and other DWSRF activities.

Program Loan Fees col |l ected (SFY05) $331, 703. 60
Act ual Expenses incurred (SFYO05) $ 35, 821.55
(Based on State of Hawaii FAM S)

Program Loan Fees projected (SFY06) $356, 509. 77
Program Loan Fees projected (SFY07) $364, 888. 82

(2) Non-Program Fees: The State nay utilize Non-Program
Fees to primarily support DWSRF Admi nistration
activities, secondary to support the DWSRF | oan fund,
and then if available or applicable to support the
Publ i c Water System Supervision Program ( PWSSP) and

ot her Safe Drinking Water Branch activities.

Non- Program Loan Fees col | ect ed( SFY05) $104, 350. 41
Actual Expenses incurred (SFY05) $306, 308. 64
(Based on State of Hawaii FAM S)

Non- Program Loan Fees project ed( SFY06) $105, 778. 83
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Non- Program Loan Fees proj ect ed( SFY07) $105, 890. 27

The current annual |oan fee rate is three and twenty-
five one hundredths percent (3.25% per annum of the
out standi ng princi pal bal ance of the | oan.

| V. SET-ASI DE ACTI VI TI ES

The SDWA al l ows each state to set aside up to 31 percent of its
federal capitalization grant to support various drinking water
program activities including adm ni stration, technical

assi stance, state program managenent and ot her speci al
activities. Hawaii will set aside 10 percent ($835, 250.00) of
the FFY 2006 capitalization grant to be used as described in the
narrative bel ow

Hawaii will submt detailed workplans to EPA for approval before
funds are expended on these activities. Hawaii will report on
the progress of these set-aside activities to EPA in the annual
performance status reports.

Set - Asi des Overvi ew

SDWA Set - Set Asi de BANKED—

Asi de Set-Aside Activity | o "l 00 | e vats
Ref er ence Grant Funds Grant—Furds
Section 1452 | DWNSRF $334,-166-06 $6-06

(9)(2)-(4% Adm ni strati on Fund $0. 00
Section 1452 | State Program 0.00 256575066

(9)(2)-(10% | Managenent




Section 1452 | Smal|l Systens 0. 00 16705000
(9)(2)-(2% | Technica
Assi st ance

Section 1452 | Local Assi stance 0006 50415666
(k)-(15% and G her State 835, 250. 00

Pr ogr ans
Total Set-Asi des FFY06 $835, 250. 00

Capitalization G ant

A DWERF Adm ni stration Fund (4%

Section 1452(g)(2) of the SDWA allows up to 4 percent of the
DWSRF Capitalization Grant to be set aside for adm nistration of
t he DWSRF program Based on comments by EPA Region | X, Hawaii
will not take any of the 4 percent set aside fromthe
capitalization grant this year. lInstead, the programwl|
utilize unspent 4 percent set aside funds from past years’
capitalization grants. Hawai—wH—take4percent—($334,100-06)
A PR . N .

Adm ni strative functions include the devel opnent, inplenentation
and revi ew of DWSRF program processes and docunent ati on needs
that may include, but are not limted to, financial, managerial,
and | egal consultation, DWBRF set-aside and funds accounti ng,
application review, public assistance, audits, infornmation system
mai nt enance, record retention and filing, environnental review,
devel opnment of the IUP and priority |ist, budget, workplan, plans
and specifications review and approval, construction inspections
and staff training. Furds—unrder—thi-s—set—astde—that—are—not

N e it | e . .
the—t+ater—years—

Due to previous concerns over the pace of the issuing of |oans,
EPA Reqgion | X withheld the FFY 2005 DWBRF capitalization grant.
Wth the anticipated release of this grant, the 4 percent set
asides originally called for in the respective intended use plan
will be decreased to $2,500.00, which represents the DWBRF
progranis share of the expenses for the EPA workshop on the State
Revol ving Fund | oan prograns conducted by the EPA contractor,

Nort hbri dge Environnental Consultants, in January 2006. Thus,
when that grant is issued to the Hawaii DWSRF program later this
fall, an additional $328,920.00 will be nade avail able for | oans.




B. St ate Program Managenent (10%

Section 1452(g)(2) of the SDWA allows up to 10 percent of the
DWSRF Capitalization Grant to be set aside to support Public
Wat er System Supervision (PWSS) program activities and ot her
initiatives of the SDWA. Hawat+—wHHHH—reserve—the—+ight—to—take
ek f | 66—t —t1 e .
this—year—to—support—those—aectivit+es—+n—the—future~ Based on
coments by EPA Region I X, Hawaii will not take any of the 10
percent set aside fromthe capitalization grant this year.
Instead, the programw Il utilize unspent 10 percent set aside
funds from past years’ capitalization grants.

These funds support activities which are inportant for the State
Programto maintain primary enforcenent authority, and strengthen
the State’s PWSS program Activities covered under the State
Program Managenment set-aside include, but are not limted to,
Public Water System Supervision programactivities, capacity
devel opnent, operator certification, sanitary surveys, regulation
devel opnent and contracts for conducting sanitary surveys,
security training, cross connection training, and quality
assurance and quality control neasures. i

et b op il AP

: Akl ot I I
to—the—PWsRFoan—Funt—

Due to previous concerns over the pace of the issuing of |oans,
EPA Region | X withheld the FFY 2005 DWSRF capitalization grant.
Wth the anticipated release of this grant, the 10 percent set
asides originally called for in the respective intended use plan

will be transferred instead to the loan fund. Thus, when the
grant is issued to the Hawaii DWSRF programlater this fall, an
addi ti onal $828,550.00 will be nmade avail able for | oans.

C. Smal | Systens Technical Assistance (2%

Section 1452(g)(2) of the SDWA allows up to 2 percent of the
DWERF Capitalization Grant to be set aside to support Snal
Systens Techni cal Assistance activities.
Hght—to—take{bank—2percent—($1670650-0606)—of—the Y06
ol . R I it

Based on comments by EPA Region | X, Hawaii w |l not take any of
the 2 percent set aside fromthe capitalization grant this year.
| nstead, the programwi |l utilize the 2 percent set aside funds
accrued from past years’ capitalization grants.
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These funds will be used to provide assistance to public water
systens serving fewer than 10,000 people or 89%percent of the
public water systens. In Hawaii activities under this set-aside
i ncl ude hel ping systens prepare their DWSRF | oan applicati ons,
assistance with inproving their technical, financial, and
managerial capability, training, and planning, and technical

assi stance via sanitary survey follow ups and direct on-site
assistance and via a Crcuit R der programto address any
necessary inprovenents to the water system Fungds—uhrder—this
set—astde—that—arenot—used—this—year—wH—beusedFfor—respective
actvit+es—+nAiuture—years—or—fay betreturned—to—the DPABRFtoan
fund—

Due to previous concerns over the pace of the issuing of |oans,
EPA Region | X withheld the FFY 2005 DWBRF capitalization grant.
Wth the anticipated release of this grant, the 2 percent set
asides originally called for in the respective intended use plan
wll be transferred instead to the |oan fund. Thus, when this
grant is issued to the Hawaii DWSRF programlater this fall, an
addi tional $165,710.00 will be nade available for |oans.

D. Local Assistance and O her State Prograns (15%

Section 1452(k) of the SDWA allows up to 15 percent of the

Capitalization Grant to be set aside to support Local Assistance
and O her State Prograns. Hawart—wH—reserve—the+ight—to—take
thank)—6—percent—($561156-066)—-otthe FY06—~capitalization—egrant

i e — Based on comments by EPA
Region | X, Hawaii wll take 10 percent ($835,250.00) of the FFY
2006 capitalization grant this year to support these activities.

Activities under this set-aside include, but are not limted to,
wel | head protection and rel ated source water protection
activities (such as creating | ocal source water protection

advi sory comm ttees, devel opnment of source water protection plans
and strategies, and inplenenting protection activities including
outreach and educational programnms); technical, financial and
manageri al capacity devel opnent and related activities which may
i nclude vulnerability assessnments, contingency and energency
response plans, and fencing and security cameras for protecting
drinki ng water sources; and technical assistance via sanitary
survey follow ups and direct on-site assistance to address any
necessary inprovenents to the water system None of the

i ndi vidual activities |listed will exceed 10% percent of any
particul ar year’s capitalization grant.
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Due to previous concerns over the pace of the issuing of |oans,
EPA Region | X withheld the FFY 2005 DWSRF capitalization grant.
Wth the anticipated release of this grant, the 15 percent set
asides originally called for in the respective intended use plan
will be increased from $248,565.00 to $828, 550. 00.

Previ ous year’s unspent funds from 399+ 1998 - 2003 of
approximately $3;382,848-68 3.0 mllion dollars are in the
process of being returned to the | oan fund. Various anounts per
grant year will be maintained as needed to pay expenses. The
remai ni ng funds from FYO4 and prior years, and projected FYO5
funds are included in the plan for SFY 2007. One year after each
grant is awarded, if those funds identified are not allocated in
the current workplan they will be returned to the DWSRF | oan
fund. Annually the programw || evaluate the funds needed and
identified in the workplan, and those FYO4 and FYO5 funds not

all ocated for the future will be returned to the | oan fund as
necessary.

V. PRI ORI TY LI ST AND PRQJIECT SELECTI ON PROCEDURES
A Priority List

Any project considered for funding nust be listed on the current
Project Priority List. The DWBRF Priority List of Projects for
SFY 2007 is presented in Appendix B. In Cctober of 2005, the
Safe Drinking Water Branch, DWSRF Program sent an invitation via
The Water Spot publication to all water purveyors within the
State to submt proposed projects for DWSRF fundi ng applications.
The deadline for applications was Novenber 30, 2005. The
Priority List was devel oped by evaluating the projects based on
the Project Selection Procedures and DWSRF Rating Criteri a.

The priority ranking systemis applicable for projects to be
funded through the DWSRF program Amendnents to the priority
sel ection procedures and rating criteria will be considered as
appropriate to reflect the changi ng character of the program
The DWSRF Project Rating Criteria is found in Appendix C

B. Project Selection Procedures

The State of Hawaii utilizes a ranking systemto establish the
order in which eligible projects will be financed. Projects are
ranked based on the relative inpact of the project in achieving
the objectives of the Safe Drinking Water Act (SDWA). In
general, priority is given to current construction projects that
facilitate conpliance with national primary drinking water
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regul ations applicable to the systemor otherw se significantly
further the health protection objectives of the SDWA

The Priority List is devel oped and updated each year and pl aced
in the Intended Use Plan. The Intended Use Plan is then nade
avai l abl e for public review and conment each year.

As required by the Safe Drinking Water Act Anendnents of 1996,
the priority ranking systemattenpts to assign the hi ghest
priority to those projects which:

1. Address the npst serious risk to human heal t h;

2. Are necessary to ensure conpliance with the
requi renents of the Safe Drinking Water Act; and

3. Assi st systens nost in need, on a per househol d basis.

Projects are ranked against all other projects conpeting for
funds using the DWSRF Project Rating Criteria. Wile points are
primarily assigned on a basis of the health problens or SDWA
conpliance issue being addressed by a project, a final criteria
is reserved for determning the priority of eligible projects
with the sane point totals.

The SDWA anendnents of 1996 require that 15%percent of the
noni es avail able for funding projects each fiscal year nust go to
public water systens that serve 10,000 or fewer persons (snal
systens). Thus, the highest ranking snall water system projects
that will be ready to proceed in that fiscal year will be
selected to satisfy the m nimum 15%percent level. 1In the event
that there are no projects that neet these criteria, DOH will
make this portion of the fund available to all other public water
systenms. This will ensure that the funds are allocated as
expeditiously as possible and are efficiently utilized.

Due to the linmted anount of funds avail able and the antici pated
demand for |ow interest |oans, the DWRF enphasi zes the financing
of current construction projects addressing public health
protection and conpli ance.

C. Ti e Breaki ng Procedures

The foll owi ng procedure is used for the purpose of breaking ties
bet ween projects at the tine of eval uation.
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If the tie is between public water systens with service
popul ati ons greater than 10,000 persons (large PW5) and
public water systens with service popul ati ons of 10, 000

or fewer persons (small PWS), the small systens will be
gi ven the higher priority.

2. For small PWss, the tie will be broken through the
eval uation of the affected popul ation’s Medi an
Househol d | ncone
Fevet. The higher priority will be assigned to the
systemw th beth the | owest Medi an Househol d | ncone and

i Wer e
this fails to clearly determ ne project rank, the
hi ghest priority will be assigned to the project which
exhi bits the highest cost per person, based on the
syst em popul ati on.

3. Simlarly for large PWss, the tie will be broken
t hrough the evaluation of the affected population’s

Medi an Househol d | ncone and—the—pereentage—betow-the

poverty—+tevet. The higher priority will be assigned to
the systemw th both the |owest Median Household I ncone

Where this
fails to clearly determ ne project rank, the highest
priority will be assigned to the project which exhibits
t he hi ghest cost per person, based on the system
popul ati on.

D. By- pass Procedures

The DOH will work with the highest ranked public water systens to
ensure that the highest ranked projects are funded first.
However, the final funding selection of drinking water projects
fromthe priority list will be based primarily on their
“readiness to proceed.” If, for whatever reason, a public water
systemis not ready to proceed with construction in a tinely
fashion, the DOH may sel ect a | ower ranking project for funding
based on its ability to proceed in a tinmely manner. This “by-
pass process” is necessary to ensure that the avail able funds
w Il be disbursed in a tinely manner.

The DOH reserves the right to fund lower priority projects over
hi gher priority projects if in the opinion of DOH, a higher
priority project has not taken the steps necessary to
expeditiously prepare for funding and initiation of construction
(e.g. DOH has not received an approved application, project is
not ready to proceed, or the public water systemw thdraws its
project for consideration). |If a project nust be bypassed
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because it has been delayed, it wll be given high priority for
funding as soon as it is ready and funds becone avail able. The
DOH nay al so raise the priority of a project on the priority list
in the case of an energency or natural disaster, such as a

| andsl i de, hurricane, flood, earthquake, etc.

Currently, the DWSRF programw || not be providing funding for
proj ect refinancing. Projects previously on the DWSRF |ist for
whi ch construction has been conpleted, per consultation with the
Safe Drinking Water Branch; and | oan application processing was
not initiated prior or during construction; have been renoved
fromthe list. 1In order to receive DWSRF funding, all projects
must conply with the DWSRF and State Environnental Review Process
(SERP) prior to comrencenent of construction.

E. D sadvant aged Comruni ti es

In the future, the DWSRF may provi de additional |oan subsidies to
benefit di sadvantaged communities. A "“disadvantaged comunity”
is one in which the entire service area of a public water system
nmeets affordability criteria to be determined by the State after
public review and conment. At this tine, it is unknown what the
| evel of this funding will be, however it cannot exceed 30
percent of the capitalization grant for any fiscal year.

F. Fundabl e Li st of Projects
For the SFY 2007 the followi ng projects may be funded fromthe

SFY 2007 DWSRF Priority List based on potential available funds
and readi ness to proceed.

Pr oj ect Pr oj ect I sland | Construction
No. Cost

DWL33- 0001 | Kukui hael e Well *A” Hawai i $2,671, 606
DWL30- 0003 | Wai mea WIP M crofiltrati on - Phase |V Hawai i $10, 000, 000
DWL05- 0001 | Honomu Wel | *“A” Hawai i $2, 000, 000
DW213- 0003 | Kanol e Weir Water Treatment Facility Maui $6, 600, 000

Cl ear Well Repl acenment

DWL03- 0001 | Ni nol e Well *“A” Hawai i $2, 000, 000
DWL09- 0001 | Pahal a Well “B” Hawai i $2, 051, 908
DW214- 0006 | Honokahua Well “A” GAC Tr eat ment Maui $1, 700, 000
DWL28- 0001 | Hal aul a Wel | Hawai i $2, 200, 000
DW234- 0002 | East-Central Mol okai Link Maui $4, 000, 000
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DWL06- 0001 | Kul ai mano Well “B” Hawai i $2, 500, 000
DWA13- 0003 | Akul i kuli Tunnel Repairs Kauai $1, 500, 000
DWB31- 0026 | Stadi um Area Water System | nmprovenents, Oahu $1, 936, 000
Part |
DWB832- 0003 | Hal ei wa Road WAater System | nprovenents Oahu $1, 815, 000
DWB31-0025 [ Liliha Water System | nmprovenments, Phase B | Oahu $1, 815, 000
DWB31-0018 | Pearl City Water System | nprovenents Oahu $1, 355, 000
DWB31- 0024 | Al ewa Water System | nmprovenents Oahu $1, 590, 000
DWA04- 0003 | Refurbish Eleele Steel Tanks Kauali $1, 000, 000
DWA06- 0002 | Wai mea Canyon Drive Main Replacenment Kauai $3, 000, 000
DWA08- 0002 | Poi pu Road 16 inch Main Repl acenment Kauai $1, 400, 000
DWA13- 0007 | Pi peline Replacement, Kapaa Honesteads Kauai $5, 000, 000
DWA13- 0008 | Wai | ua Housel ots Main Replacement, Ph | Kauai $3, 000, 000
and |1
DWA13-0006 | 16 inch Waterline Replacement along Kuhio | Kauai $1, 400, 000
Hi ghway

VI. Assurances and Proposal s
A Envi ronnment al Revi ew

Applicants are responsi ble for conducting environnent al
assessnments as defined by Chapter 343, HRS, entitled
“Environnmental |npact Statenents,” and outlined in “A Gui debook
for the Hawaii State Environnmental Review Process.” The DWSRF
programw || review each Applicant’s progress in this process.
The DWSBRF programreserves the right to refuse any SRF | oan to
any water purveyor for any reason if it feels that the proposed
project has the potential to inpact on the environnment in ways
that the purveyor has not considered or has not prepared
mtigation nmeasures for

B. Federal Cross-Cutters

The State will ensure that all federal cross-cutters are
addressed wthin the | oan agreenent prior to the finalization of
the agreenent. All projects seeking DWSRF assi stance nust have
been and/or be constructed following all federal cross-cutters
and ot her DWSRF environnental requirenents.
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C. Bi ndi ng Conmmi t nent

Hawai i’s DWSRF programwi ||l enter into binding commtnents in an
amount equal to the amount of each capitalization grant paynent
(capitalization grant | ess set-aside anpbunts) and acconpanyi ng
State Match that is deposited into the Loan Fund. These

comm tnments nmust be initiated within one year after receipt of
each grant paynent.

D. Timely Expenditure

The State will expend all funds in the DWSRF | oan fund in a
tinmely and expeditious manner.

VII. DWBRF- CWBRF FUND TRANSFER

The Hawaii SRF prograns reserve the right to transfer up to 33
percent of the DWBRF capitalization grant to the CWSRF, or an
equi val ent anount fromthe CASRF to the DWSRF, as needed. W
have passed legislation that allows the prograns to transfer
funds if needed. At this tine, the progranms are not planning to
transfer funds in SFY 2007.

VIT1. U 'S ENVI RONMENTAL PROTECTI ON AGENCY STRATEG C PLAN GOALS
AND OBJECTI VES

The Hawai i DWBRF program supports the National USEPA Strategic
Plan Goal 2 (Clean and Safe Water), (Objective 1 (Protect Human
Heal t h), Sub-objective 1 (Water Safe to Drink) listed bel ow
Specifically, Hawaii has established and manages the revol ving
| oan fund that provides | ow cost | oans and ot her types of

assi stance to water systens by financing the cost of
infrastructure projects to achieve or nmaintain conpliance with
Safe Drinking Water Act requirements. Hawaii DWBRF activities
support USEPA Program Reporting Code (PRC) 201B81E. Every
sumer, Hawaii and USEPA negotiate Hawaii’s Strategic Pl ans
commitments for the State Fiscal Year starting July 1. Hawaii’s
comm tnments for SFYO7 will be submtted by August 2006.

Strategic Plan Goal 2: Cean and Safe \Water
Strategic Plan Objective 2.1: Protect Human Health - Protect
human heal th by reduci ng exposure to contam nants in

drinking water (including protecting source waters), in fish
and shellfish, and in recreational waters.
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Strategic Plan Subobjective 2.1.1: Water Safe to Drink - By
2008, 95%percent of the popul ation served by community

wat er systens will receive drinking water that neets al
appl i cabl e heal t h-based dri nki ng water standards through
effective treatnent and source water protection.

Al'l planned and prior year |oans have assisted public water
systens neet the federal and state drinking water conpliance
requirenents. Details of Hawaii’s DWSRF activities supporting
the National USEPA Strategic Plan will be included in the DWRF
Annual Report published in Novenber of each year. A sumary of
| oan activity for the fiscal year will be included in the report
as well as details for each project. Project details wll
include a brief description and benefit of the project, nunber,
dol | ar anmpbunt and popul ation served for projects financed, and
the interest rate for the | oan.
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Appendi x A

SOURCES OF DWSBRF FUNDS

FOR SFY 2007

FFY 2006 DWSRF Capitalization Grant Appropriation
Less (Total Set-Asides for FFY2006):

1. DWSRF Administration Fund (4%)

2. State Program Management (10%)
3. Small Systems Technical Assistance (2%)

4. Local Assistance and Other State Programs (15%)

Total FFY 2006 Federal Funds to be available for Loans

Projected State Match provided by the 2006 State Legislature:

Total DWSRF Loan Funding Resources

Estimated Uncommitted DWSRF funds at June 30, 2006

Projected cash in from loan repayments for the period
July 1, 2006 to June 30, 2007

. :
. : | E '

Total Estimated Available DWSRF Loan Funds from all
Sources

$8,352,500.00

0.00

666
835,250.00

1,661,000.00

2,764,946.90

1,006,807.38

298;56537

$8,352,500.00

(334-166-60)
(835,250.00)

8;6148;466-66
7,517,250.00

1,661,000.00

9767946666
9.,178,250.00

3,771,754.28

13;285:852++

$22,965:2527+F

$12,950,004.28
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Appendi x C

DWSRF Project Rating Criteria

1. Projects to Correct Acute Health Problens (Only ONE probl em

wi ||
a.
b.

be credited within this category.)
Wat er bor ne di sease out br eak.

Surface Water Treatnent Rul e conpliance

(i ncludes groundwater determ ned by DOH to be
under the direct influence of surface water or
GAUDI ) .

Total Coliform Rule conpliance.
Fecal colifornmns.

Total coliforns.

Nitrate or Nitrite

I ndi cation of possible surface water influence
to a ground water source through G ardi a,
Cryptosporidium mcroscopic particul ate

anal yses, etc. Wile the evidence nmay not be
concl usi ve enough for DOH to nake a

determi nation, the water utility has decided to
correct this potential problem

Projects to Correct Chronic Health Problens (Only ONE

problemw || be credited within this category.)

a.

Lead & Copper Rule (90th percentil e val ues).
Lead Action Level (0.015 ng/L) exceedance.
Copper Action Level (1.3 ng/L) exceedance.
Organi ¢ Chemi cal .

I norgani ¢ Chem cal

Project to address a currently unregul ated or
any ot her contam nant not addressed above.

Infrastructure inprovenents or replacenents to
provi de safe drinking water. These include
installation, replacenment, or rehabilitation of
eligible water sources, treatnent facilities
and processed, punps, storage, transm ssion and
di stribution piping, and other eligible

i nfrastructure needs.

100

100

100
80
100

25

80
60
80
80

60

50



3. QO her Public Health Criteria (A maxi num of 50 points can be
accunmul ated in this category.)

a. Al water sources serving the systemare
affected by the sane heal th probl em being
corrected. 25

b. The public water system has taken interim steps
to tenporarily resolve the water quality
probl em and has commtted to a definitive,
| ong-term sol ution. 25

4. I ncentives (A maxi mum of 50 points can be accurul ated in
this category.)

a. Small system ( 10, 000) consolidation.
Project will protect public health by supplying
safe drinking water froma qualified |oca
governnment or a water authority within a
certified governnent to an existing, privately-
owned public water systemthat denonstrates or
may denonstrate non-conpliance with the current
or future state and federal drinking water
regul ati ons. 50

b. The project is required as part of a DCH
conpl i ance order.

Violation incurred before July 1, 1997. 25

Violation incurred on or after July 7, 1997. 15
c. Required Phase Il and V nonitoring is up-to-

dat e. 10
d. DOH approved Cross-Connection Control program

w testing. 10
e. Water Conservation Program 10
f. DOH approved Wl | head Protection or Source

Wat er Assessnent progran(s). 10

Not e: Projects involving the refinancing of existing debt
will receive a prelimnary score using the sane

criteria as current construction projects. The
prelimnary score will then be divided by one thousand
(1,000) to determ ne the refinancing project’s final
point total for the Priority List.



Ti es:

The procedure to be used for breaking ties between
projects will be as follows:

If the tie is between public water systens with service
popul ati ons greater than 10,000 persons (large PW5) and
public water systens with service popul ati ons of 10, 000
or fewer persons (small PW5), the small systenms will be
gi ven the higher priority.

For small PWss, the tie will be broken through the

eval uation of the affected popul ation’s Medi an

Househol d | ncone and—the—percentage—belowthe—poverty

tevet. The higher priority will be assigned to the

systemw th beth the | owest Medi an Househol d | ncone and
i . \Were

this fails to clearly determ ne project rank, the

hi ghest priority will be assigned to the project which

exhi bits the highest cost per person, based on the

syst em popul ati on.

Simlarly for large PWss, the tie will be broken
t hrough the evaluation of the affected population’s
Medi an Househol d | ncone

The higher priority will be assigned to
the systemw th both the | owest Medi an Househol d | ncone

i Where this

fails to clearly determ ne project rank, the highest
priority will be assigned to the project which exhibits
t he hi ghest cost per person, based on the system
popul ati on.
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Appendi x D

FEDERAL CAPI TALI ZATI ON GRANT PAYMENT SCHEDULE FOR FFY 2007 AND 2008

DWSRF
Payment s:

Tot al Set
Asi des:

DWSRF Loans:

Total for

the quarter:

Tot al
Ceiling:

7,517,250

8,352, 500

-------- Fi scal Year 2007 Fi scal Year 2008 e
QTR 1 QTR 2 QTR 3 QTR 4 QTR 1 QTR 2 QTR 3 QTR 4
54
835, 250 0 0 0
0 2,505, 750 2,505, 750 2,505, 750
& 278416+ 2784167 2784166
835, 250 2,505, 750 2,505, 750 2,505, 750
6 2784167+ 555687334
835, 250 3,341, 000 5,846, 750 8,352, 500




